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SUBJECT: INDONESIA’S 1976/77 BUDGET; MILITARY EXPENDITURES 
REF: (A) STATE 021835, (B) JAKARTA 0370 

1. IN RESPONSE TO DEPARTMENT'S REQUEST POR BREAKDOWN OP 1976/77 
BUDGET BY GOI DEPARTMENTS, WE ARE POUCHING PAGES FROM FINAL 
DRAPT BUDGET WHICH WE RECENTLY OBTAINED. 

2. IN RESPONSE TO DEPARTMENT'S QUERY CONTAINING ROUTINE 
EXPENDITURES POR DEPENSE AND SECURITY, IN PY 76/77 BUDGET 
SHOWS $1.16 BILLION AS ROUTINE BUDGET POR NATIONAL DEPENSE AND 
SECURITY, OR 30 PERCENT OF TOTAL ROUTINE BUDGET OP $3.86 BILLION. 

3. IP EXTRA BUDGETARY EXPENDITURES BY MILITARY ARE NOT COUNTED, 
ALLOCATION OP 30 PERCENT TO TOTAL ROUTINE BUDGET TO ARMED PORCES 
APPEARS REASONABLE. LARGE PORTION OP ROUTINE BUDGET COVERS 
PERSONNEL COSTS, AND ARMED FORCES (ARMY, NAVY, AIR PORCE AND 
POLICE) EMPLOY ABOUT 22 PERCENT OP ALL GOI PERSONNEL (349,000 

OUT OP 1,513,000) 
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4. FY 76/77 DEVELOPMENT BUDGET OE MILITARY, AS REPORTED REF B, 

IS $102 MILLION OR ABOUT 2 PERCENT OF TOTAL DEVELOPMENT BUDGET 
OF $4.6 BILLION. COMBINED ROUTINE AND DEVELOPMENT BUDGET FOR 
MILITARY OF $1.26 BILLION IS ABOUT 14 PERCENT OE TOTAL $8.4 
BILLION EY 76 BUDGET. 

5. HOWEVER, OEFICIAL BUDGET IS NOT AN ACCURATE REFLECTION OF 
ACTUAL EXPENDITURES FOR ARMED FORCES, WHICH CONTINUE TO COVER 
SIGNIFICANT PORTION OF OPERATING AND DEVELOPMENT COSTS EROM 
"EXTRA BUDGETARY" INCOME. A PORTION OF THIS DERIVES FROM 
WIDESPREAD NETWORK OF MILITARY OWNED OR CONTROLLED BUSINESS 
ENTERPRISES AND COMMERCIAL OPERATIONS. OTHER FUNDS ARE RAISED 
THORUGH EXTRA LEGAL ACTIVITIES SUCH AS UNOFFICIAL TAXES AND 
ASSESSMENTS, ESPECIALLY IN THEIR REGIONS.NO ESTIMATE OF MILITARY'S 
TOTAL EXTRA BUDGETARY REVENUES IS AVAILABLE, AND EVEN A ROUGH 
ESTIMATE IS PROBABLY IMPOSSIBLE TO OBTAIN BECAUSE OF THE 
VARIETY AND DISPERSAL OF ACTIVITIES AT ALL LEVELS, THEIR FRE- 
QUENTLY COVERT NATURE, AND THE LACK OF ANY CENTRAL CONTROL 
MECHANISM. IT IS POSSIBLE THAT MIT, IT ARY 

IS NOW SOMEWHAT LESS DEPENDENT ON EXTRA BUDGETARY FUNDS IN VIEW 
OF MAJOR EXPANSION OF OFFICIAL GOI BUDGET REVENUES FOR ALL PUR- 
POSES, INCLUDING MILITARY, IN RECENT YEARS, ON THE OTHER HAND, 
CURRENT TIMOR OPERATIONS MAY BE CREATING SIGNIFICANT 
NEW BURDEN ON MILITARY'S FINANCES. ASSISTANT ARMY ATTACHE WAS 
RECENTLY INFORMED BY GOI MILITARY SOURCE THAT ARMY HAS NO 
CONTINGENCY FUNDS FOR TIMOR - OR ANY OTHER OPERATIONAL CON- 
TINGENCY - AND MUST NOW DRAW ON FUNDS PLANNED FOR OTHER 
PURPOSES OR SEEK NEW REVENUES TO COVER TIMOR EXPENDITURES. 
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